ABSTRACT: This paper explores the development of China-ASEAN production network from four aspects: industrial agglomeration, regional economic cooperation, trade and FDI research shows. The rapid development of China-ASEAN Free Trade Area, the implementation of bilateral free trade policy, reducing trade and investment barriers, deepening the regional production network to play an important incentive. Regional liberalization, investment in multilateral trade and liberalization have contributed to the development of China-ASEAN production network.
INDUSTRIAL AGGLOMERATION AND CHINA -ASEAN PRODUCTION NETWORK
In the global production network, the trade-offs between production agglomeration and decentralization has led to the formation of the China-ASEAN production network. In 1990, Jones and Kierzkowski first proposed decentralized, fragmented concept of division of labor. Their earlier analysis framework on decentralized production argued that the costs of technological advancement and service-related activities, especially information, transportation and financial services, directly led to the vertical integration of the production process into separate independent production segments, When these pieces of production into the international market at the same time, you can use the technology in the country's comparative advantage and factor endowment due to differences in factor prices caused by differences in the organization of global network production, In this form of international network division of labor to bring new opportunities to benefit. In analyzing the reasons for the increasing degree of decentralized production, they particularly emphasized the role of service-related activities, thus analyzing the problem of decentralized production and the wage rate of skilled workers. In a later study, Jones and Kierzkowski focused on the relationship between production agglomeration and dispersion of the new economic geography and decentralized production trade. They believe that in the new economic geography theory. The important reasons for the production agglomeration are the production scale within the scale returns increasing and scale returns unchanged of Iceberg cost. They emphasize the link costs associated with the production of outsourced production, and for the first time suggest that increasing returns are limited to those associated with these services, neglecting the transportation costs from producer to consumer, the basic conclusion is that the decentralization of production, the degree will be higher and higher. Therefore, decentralization will first lead to production separate, and then lead to the production of similar fragments across industries ha a certain range of agglomeration. Ando and Kimura (2003, 2007) use the theory of decentralization to explain the formation of Southeast Asian production network theory. Figure 1 shows the process of cross-border decentralized production. The horizontal axis indicates the geographically distance between the economies, and the vertical axis indicates the decentralized production of the enterprise, and the reaction is the control of the enterprise. From the horizontal axis, when the product segmentation production, according to the physical distance, the different stages of production processes scattered production. Production is divided into many horizontal lines on the right line across the vertical line representing the national boundaries, the production process is dispersed to foreign production, forming cross-different processes. From the beginning of the first link in the industrial chain, different processes from the domestic short-distance (domestic scattered production) with the borders of international production.
From the vertical axis, when the production process in the horizontal dotted line below the production, the products within the company to produce different enterprises, the company's control of the production will become smaller and smaller with vertical movement. When crossing the horizontal dotted line in the diagram, the company loses control over the production of the product. That is, the other processes of production are handed over to other companies and enterprises for production. Table 1 lists the corresponding costs for the different latitudes of decentralized production. To achieve decentralization of production, it is necessary to reduce the cost of the corresponding, it is necessary to work hard in reducing production costs, But also to make the production location of the service contact costs have been substantially reduced, so that companies will be more choice of decentralized production model. As the production service contact costs have a "border effect", that is, once the production across borders, production and service contact costs will show a jump-type increase. In the above table, we can see that service contact costs are mainly in the transport, communications, or legal system and other aspects of the cost structure. As long as the participating countries in the production network can improve their conditions in these areas, such as improving the corresponding laws and regulations, increasing infrastructure construction, etc., it can effectively reduce the cost of production services. With the rapid development of China-ASEAN economy and the improvement of China-ASEAN trade conditions (including infrastructure, laws and regulations). Japan, South Korea and other developed industrialized countries transfer the basic, low-tech production links of the production chain to these developing countries, which for Japan, South Korea and other developed industrialized countries to create favorable conditions, which provides a basis for horizontal and cross-geographical dispersion of production. At the same time, with Japan and South Korea and other developed countries of China -ASEAN developing countries, FDI continues to increase, technology spillovers effectively improve the technical strength of the host country's enterprises, It creates the conditions that from one enterprise completing the production of products turn to foreign companies producing some low value-added links. This makes decentralization of production possible in the vertical direction. Distance actively promoting economic integration and regional economic cooperation since its inception. In addition, there are three main types of regional economic cooperation between ASEAN and the outside world: "region to country", "country to country" and "region to region". ASEAN countries through intraregional economic cooperation and regional economic cooperation, so that in Asia and the world's status and role is increasing. He Chunhong (2010) by comparing the degree of Southeast Asian regional economy integration and European integration, found that due to the homogeneity of countries in the European region, and the convergence of culture, politics and integration system, European integration has become the world's highest degree of integration of the region. The process of integration in Southeast Asia is far behind the EU level, is still only very loosely in the system construction level. As members of Southeast Asia are fighting the regional boss position, the competition of the status and interests of core countries has made the process of regional economic integration in Southeast Asia gradually drifting away. Greg B. Felker (2003) pointed out that foreign direct investment in developing countries, especially in Asia, more and more flows. Southeast Asian industry has been deeply integrated into the international production network, including multinational companies and their subsidiaries, branches and subcontractors internal communication. Southeast Asian countries promote industrial clusters through targeted incentives and infrastructure, and provide technical support to local small and medium enterprises (SMEs) supporting industries. Through the deepening of production, collaborative design of positioning, offshore manufacturing engineering and R & D, promoting the spatial clustering of transnational corporations in sub-sectors, so that Southeast Asia in an important cluster sites of the multinational companies in the international production network. Jin Xiuyan (2013) studied the impact of production networks on Asian regional economic integration in the context of the Asian Free Trade Agreement (FTA). She pointed out that the rise of regionalism in the 1990s and the increase in free trade agreements, Asia experienced an increasing volume of trade, but progress has been slow in developing international institutions such as trade agreements to manage trade. Prior to Asian regionalization mainly depends on the private sector to promote economic integration. In recent years, this model has undergone great change, especially in the context of free trade agreements in the region. Now Asia is one of the most active in the Free Trade Area (FTA) program and is working towards greater regionalism. The positive analysis of the FTA signed by Asian countries shows the deep integration of trade network and the effect of investment commitment. Based on the analysis of ASEAN regional integration and participation in the global production network, Zhao Li-bin (2013) used the GTAP-Dyn model to compare the welfare effects of different levels integration agreements in ASEAN countries, trade scale and production network effects such as departmental output changes. It is found that the regional integration agreement is conducive to the further development of the production network, and the countries with the production network relations have further signed or deepened the interests of the integration agreement for the sake of maintaining the stable and safe trade relations. Formal integration by the current form of integration is very difficult, while participation in the informal integration of global production networks can flexibly play a key role.
The production network is the main driving force of Asian economic integration, including China-ASEAN Free Trade Area, connecting enterprises scattered in different countries, each of which facilitates determines different stages in the manufacturing process according to the relative cost advantages of their geographical location. While free trade agreements can reduce the cost of doing business for international companies. Deep integration refers to the process of weakening the differences between countries' economic policies and regulations, making their economic exchanges more compatible and eventually realizing economic integration. The production network trade has had a positive impact on the commitment to deep integration, thereby facilitating the signing of high quality agreements and also having a positive impact on investment commitments in free trade agreements.
TRADE AND THE DEVELOPMENT OF CHINA-ASEAN PRODUCTION NETWORK
In recent years, many East Asian countries and regions with other countries and regions in the intraindustry trade has increased significantly, the intraregional trade model has gradually from the traditional inter -industry trade to manufacturingcentered vertical intra -industry trade evolution. By the Japanese act as a "leading goose" of the traditional "geese model" with the gradual collapse, has been replaced by the rise of the international production network in East Asia. The rise of China's economy has become one of the important driving forces of economic growth in East Asia and the world. In the pattern evolution of East Asian division of labor, China's participation has further deepened the regional division of labor and cooperation, and played an important role in promoting the formation and development of the international production network in East Asia.
Lemoine and Kesen (2004) illustrate China's excellent export performance from the perspective of processing trade, which is related to its participation in the international division of labor. China and other Southeast Asian countries share production in the processing chain, not only to rapid diversification of manufacturing exports, but also to help China's technology upgrade. Alessi and Amighini (2004) argue that the rapid development of China's industry is the result of active involvement in the division of labor in the production phase by examining the trade structure of China's IT products in the 1990s. South Korea's Cui Yi-rui (2005) also studied the trade structure of intermediate products. Gaulier, Lemoine and Kesene (2005) argue that China has taken advantage of the opportunities brought about by globalization to participate in international production chains, and the rapid development of export processing has changed the mode of production in Southeast Asia. But because of its position in the network division of labor decided to have to rely on foreign investment and technology. At the same time, the triangle trade also decided to become the intermediate product and final export base in the developed countries. Mitsuyo Ando (2005) introduced the criteria for determining vertical intra-industry trade, comparing trade in the Southeast Asian economies of the 1990s with those economies of Southeast Asia and the final products, It is concluded that vertical intra-industry trade is growing rapidly, with parts developing faster than final products, while one-way trade and horizontal intra-industry trade appear to be very small, which is mainly attributed to global production network. Athukorala (2003) analyzed the phenomenon of global production networks and made a sample of data from Southeast Asia, and found that the production network made Southeast Asia's division of labor trade grow faster than other countries. In the Southeast Asian economies, the escalation of development models at the same time, economies of production division of labor relations are constantly adjusted, reflected in the trade is the sharp increase in intra-regional trade of Southeast Asia, and the sharp increase in trade of intermediate products.
FDI PROMOTES THE DEEPENING OF CHINA-ASEAN PRODUCTION NETWORK
The production network in East Asia is based on a decentralized production process. Depending on the endowment of factors in different countries and regions, the producer will separate the same product at different stages. The division of product manufacturing, the complexity of production technology, and the difference in the proportion of different industrial value, making different industries within the labor division. With the rapid development of East Asia Free Trade Area and the large inflow of foreign direct investment, East Asia gradually formed a perfect regional production network. The status of the international production network has become increasingly prominent, and played an important role in driving the world's economic growth. In the region of East Asia, the adjustment and upgrading of industrial technology structure and the appreciation of currency have brought important impetus and pressure to foreign direct investment in the relatively developed economies such as Japan and the "Four Little Dragons" in Southeast Asia. They regard foreign direct investment as the carrier of economic development, to China, ASEAN, the late start of the economy of industrial transfer, not only beneficial to its FDI as a carrier to the economy after the transfer of industrial technology, the later economies into their own regional production network division of labor system, to decentralized production based on the value chain.
For the late start-up economies, the introduction of FDI on the one hand to solve the problem of development funds, on the other hand can also bring the industrial technology structure optimization and upgrading, so that into the global value chain production division of labor system. Therefore, FDI is another important factor in the formation of the East Asian production network. From a global perspective, Southeast Asia's developing economies actively attract FDI inflows, attracting FDI accounted for a significant increase in the proportion of global total, and its growth rate is also higher than the global development level.
CONCLUSIONS
The formation of China-ASEAN production network is based on the decentralized production process. According to the different factor endowments of different countries and regions, the producers will separate the same product at different stages. First, the progress of production technology allows the production of products can be divided into more processes; Second, innovation in communications and transport technology speeds up the convergence of geographically separated production processes, increases efficiency and coordination, and reduces the cost and efficiency of service link at all stages. However, due to the cost of service linkage, production is concentrated in certain regions (such as China-ASEAN) in the global segmentation configuration, and the total cost can be reduced by agglomeration effect.
The rapid development of China-ASEAN Free Trade Area, the implementation of bilateral free trade policy, reducing trade and investment barriers, deepening the regional production network to play an important incentive. Regional liberalization, investment in multilateral trade and liberalization have contributed to the development of China-ASEAN production network.
